niLtxst or kkzhcxs hostages m stxnor 

Background . In June ItSS, privets American 4iid Israeli cititent 
coax&enceo en operation to effect the release of th€ Aaeneen 

-hoe t ages in Mint in exchange for providing certain factions in 
Iran with O.S. -origin Israeli military materiel. By September, 
U.S. and Xsreeli Government officials became involved in this 

* endeavor in ordar to ensure that the CSC would: 

not object to the Israeli transfer of embargoed materiel tc 
Iran j 

••11 replacement items to Xaraei et replenishment for like 

items sold to Iran by Xaraei. 
«a 
On September >e, the Israeli Government, with the endorsament of 
the OSC, transfarrad SOI basic TO* missiles to Iran, forty-eight 
hours later, Reverend Benjamin Heir was reieasad in Beirut. 

gub sequent efforts by both governments to continue this process 
have met with frustration due to tha need to communicate oar 
intentions through an Xrsnien expatriate arms dealer in Europe. 
Xn January XtS€, under the provisions of a nev Covert Action 
finding/ the OSG demanded a meeting with responsible Iranian 
government officials. 

On rebruary 20. a O.S. Government official met with£ -. 

Iranian First Channel A "I — 

the first direct O.S. -Iranian contact in over five years. "It 
this meeting, the C.S. aids made an of fort to re focus Iranian 
attention on the threat posed by tba Soviet Onion and the need tc 
establish s longer term relationship between our two countries 
based on mora than arms transactions. It vat emphasised that the 
hostage issue was a •hurdle* which must be crossed bsfora this 
improved relationship could prosper. During the meeting, 1* also 
became apparent that our conditions/demands had not been accurate 
transmitted to the Iranian Government by the Intermediary and it 
was agreed thati 

— The OSC would establish Its good faith and bona fides by 
immediately providing 1,000 fov missiles for sale to Iran. 
This transaction was covertly completed on February 21, 
usimf a private O.S. firm and the Israelis as intermediaries 

A subsequent meeting would be held in Iran with senior O.S 
and Iranian officials during which the O.S. hostages would 
be released. 



mmedlataly after the hostages were safely in our hands, the 
f.S. would sell an additional 1,000 TO* mlaslles to If** 
sing the same procedures employed during the September lfss 
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In aarly lurch, tht Iranian txpttnata intaraadiary daaandad that 
Iranian conditions for rtltatt of tht hottacts nov included tha 
prior aala of 200 fMOfHIX aiatiltf and *n untpaeifiod nuabar of 
BAJiPOOK iniilti, in addition to tha 3.00C TOWt vhich vould ba 
dalivtrad aftar tha hottaoas vara ralaaaad. A tub at quant matting 
was haid with tha intarvadiary in Pant on March I, vharaln it 
was axplainad that tha raquiraaaat for prior dtlivtritt violatad 
tha undaratandinot raacbad in Frankfurt on fabruary 20, and vara 
tharafora unaccaptabla. 2t vat furthar notad that tha Iranian 
aircraft and ahlp launchara for thaaa alaallat vara in auch 
diarapair that thaaiaallaa could not ba launchad -avan if provide 

rroa March t until Mareh 30, thart vaa no furthar affort 
undartakan on our bahalf to contact tha Iranian Govarnaant or the 
intaraadlary. On March 24. fir«iu«i» rirtc. OMiuMiTlmada an unaollcltad 
call to tha phona-dropJLn Maryland vblcb vTbad attablithad for 
this purpeta. CSSS '** J ••>•* vby va had not baan is contact and 
uroad that vt procaad fxpoditloualy ainca tha tituation is ftalnit 
vaa datarioratino rapidly. la vat lnforaad by our farai-apaakinc 
intarpratar that tha conditions raquirlnc additional aatarlal 
bayond tha "3,000 TOWt vara unaccaptabla and that va could in no 
caaa provida anything alta prior to tha ralaata of our hoataoas. 

I r ^^tr'"_lobaarvad that va %ft% corract in our atttttaant of thai: 
Inability to uaa FB0EH1X and 1AJP00N alaallat and that tha moat 
urgant raquiraaant that Iran had vat to placa thair currant EAVfc 
aiatila invantory in vorklnc condition. In a tubtac\iant phona 
call, vt acraad to diacuaa thit mattar vith his and ba lndicatad 
that ht vould prapara an Invantory of partt raojiirad to aaka 
their HAWK ayateat opt rational. Thit partt litt vat received or. 
March 2t, and verified by CXA. 

Currant Situation. On April 3. Ari Gorbanifahr, tha Iranian 

(ntaraailary, arrived in Vaahlaeton. O.C. vith inatructiona fro* 
It^tTVf to coneuamata final arraneeaenta for tha raturn of tha 
ostaeea. Gorbanifahr vaa raportadly anfranchiaad to aaootiata 
tha typea, quajitltlee, and delivery procedures for matarlal tha 
O.S. vould tall to Iran throuch Israal. Tha meeting lifted 
naarly all nifht on April 3-4. and involved nuaerout calla to 
Tehran. Unfortonetely, bureaucratic delay vithin tha Demertaent 
of Jueticc provantad leaning tha MfA court ordar for vire-tap 
tuxveillance of thaaa calla or hit tubaacjuant calla today. Hone 
of hit colli yt% monitored. A faril- apeak lng CXA of floor Hi 
attendance vaa ablt to verify tha aubatanca of hie calla to 
Tehran during tht mat tine, iubject to fratidantial approval, it 
vat acraad to procttd aa follovat 

•y Monday, April 7, tha Iranian Government vill tranafer 
$17 alllion to an I araeli account in ivitierland. Tha 
laraelia villain turn, trantfar to a private <| ; S. 

corporation account in Svittarland tha tua of $15 alllion. 

• • • -- -1^6- 



On Tueaday. April t (or at toon as the transections «r# 
v«nf led) . th« private c.S. corporation will trensfer* 
s'j.SSl siilion to a CZA account in Svitserland. CZA vill 
ther. transfer this eu» to a covert Department of tha Ar»y 
eccount in tha 0.$. 

On Wednesday, April t. tha CZA vill corssence procuring 
S3. (51 million vorth of 1AVX missile parts UL40 separate 
lint items) and transferring these parti to £ 

• cufKuur j This process la 

eatiaated to take aavan vorklng Tfiy 



VjXth* CIA UcilityJ 

sXaJrcreft (707BJ i 



On Friday, April II, a private 0.1.1 aircraft (707BJ will 
pick-up the BAtflt missile parte etf J and fly them to a 
covert 1 tree li airfield for preposition lag (thia field vat 
used for the earlier delivery of the 1000 TOtfs) . At this 
field, the parta vill be transferred to an Zaraell Defense 
rorcea* (ZOf) aircraft vith falsa markinge. A SATCOM 
capability vill be poaitioned at thia location. 

COn Saturday, April 19, McFarlane, »orth, Teicher, Cave, 
» ser.icr cia offic^Tl *nd « SATCOM communicator vill board a CZA aircraft 
in rrafrttfurt, Germany, enrouta to Tehran. L 

On Sunday, April 20, the following aariea of events vill 
occur: 

C.S. party errlvee Tehran <A-hour) — tat by 
lUfsanjani, a a heed of the Iranian delegation. 

At A*7 hours, the U.S. hostages vill be raleaaed in 
Beirut. 

At A^IS houra, the IDF aircraft vith the HAWK missile 
parts aboard vill land at Bandar Abbas* Zran. 

Discussion . Tha following points are relevant to this 
transaction, the discussions in Iran, and the establishment of a 
broader relationship between the Onited States and Iran: 

The Zrenians have been told that our preaenee in Zran Is a 
"holy commitment* on the part of the OSS that ve are sinceri 
and can be trusted. There is great distrust of the U.S. 
among the various Iranian parties involved, without our 
presence on the ground In Iran, they vill not believe that 
ve vill fulfill our end of the bargain after the hoataget 
are raleaaed. 



u. 



The Iranians know, probably better then vs. that both Arafa: 
end Ohadhetfi *rs trying herd to have the hostegee turned 
over to the*- Gorbenifehr specif ice lly mentioned that 
Ohadheffl*a efforts to •buy* the hostages could succeed in 
the nosr future, further, tbe Iranians ere veil evare that 
the situation in lei rut Is dsterioreting rep idly end ttiet 
the ability of the HOC to effect the releese of the 
hostages vill become Increesingly mors difficult over time. 

«t have convinced the Iranians of e sign if leant near tern 
and long range throat from the Soviet Onion. He havs real 
and deceptive intelligence te demonstrate this threat durm< 
the visit. They have expressed considerable interest in 
this matter aa part of the longer tern relationship. 

tie have told the Iranian* that ve are Interested in 
aesistanet they nay be vllling to provide to the Afghan 
reeietanct and that ve vish to discuss this nattsr in 

Tehran. 

The Iranians hsv« bean told thst their provision of 
assistance to tflearegua is unacceptable to oe and they havs 
agreed to discuss this nattsr in Tehran. 

we havo further indicated te the Iranians that vt vish to 
discuss step! leading to s c«*eation of hostilities betvesn 
Iran enc Xreg. L 



The Iranian* are veil avare that their nost immediate needa 
are for technical assistance in maintaining their air force 
and navy. Us should expect that they vill raise this istue 
during the discussions i& Tehran, further conversation wit. 
Gorbenifehr on April 4, indicates that they vill vftfit to 
raise the nattsr of the original 3,000 TO** as a signlfican 
deterrent to a potential Soviet move against Iran. They 
have also tmggosted that, if agreement is reached to provid 
tha TOtfs, they vlll make 200 out of each 1.000 available tc 
tho Afghan resistance and train the resistance forces in ho 
to use them etfelnet ths f ovists. We hevs agreed to discuss 
this matter. 

The Iranians have been told and agreed that they vill 
receive neitherbleme nor credit for the eeisure/reWast o. 
the hostegee. £ J 



'" — The residual funds from this transaction art allocated «• 
follows: 

S3 Billion will be ueed to purchaae replaceaent TOW* 
for the original 509 told by Xsraol to Iran for the 
relaasa of Senjamln v«ir. This is the only viy thit v< 
hava found to meet our cosmutmant to replenieh these 
stocks. 

$12 million will be used to purchaaa critically needed 
supplies for the Klcaraguaa Democratic Resistance 
Forces* This materiel is easential to covar ehortagai 
in rasistanca inventories resulting from thair currant 
offanaivas and Saadiaiata counter-attacks and to 
"bridge" the period batwaan now and when Congreasionall 
spproved lethal aeaistaace (beyond tha I2S Billion in 
"dsfenaiva" arms) can ba delivered. 

Tha ultimate objective in tha trip to Tahran is to commence tha 
process of improving U.S. -Iranian relations, loth sides are 
ivuri that tha Iran-Iraq war ia a ma 3 or factor that aust be 
discussed, tie should not, however, view this meeting aa a 
••••ion which will reeult in immediate Iranian agreement to. 
proceed with a settlement with Iraq. Rather , this meeting, tha 
first high-level O.S. -Iranian contact in five years, should be 
aeen as a chance to move is this direction. Thesa discussions, 
as well as follow-on talks, should be governed by the Terms of 
Reference (TOR) (Tab A) with the recognition that this is, 
hopefully, the first of maay meeting a and that the hostage ieaua, 
once behind us, improves the opportunities for this relationship. 

rinally, wt ahould recognise that the Iranians will undoubtedly 
want to discuss additional arm* and commercial transactions ac 
"quids" for accommodating our points on Afghanistan, Nicaragua, 
and Iraq. Our emphasis on the Soviet military ^n6 subversive 
threat, a uaeful mechanism ia bringing them to agreement on the 
hoatage issue, has also served to Increase their desire for means 
to protect themselves against/deter the Soviets. 

HZCOKMPPATIOW 

That the » resident approve the structure depicted above under 
"Curreat Situation* and the Terms of Reference at Tab A. 

Approve __ Disapprove 

Attachment 

Tab A • O.S. -Iranian Terms of Referenca 
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TtBMS Of ttfCPJCNCt 
Cs.-Irsn Oil logue 



I. SAS1C PILLAHS Of C.S. fOKIIOT POLICY (Options!) 

President fteagan came into office at a time when Xran had 
had a certain impact on the American political process — 
porlupi not what you Intended. 



The President represented and embodied America's 
fro* a period of weakness, la hat rebuilt Ameri 
and eeonoaUC strength. 



recovery 
rican military 



Most important, he has restored America* vill and 
self-confidence. The 0.1. is not afraid to use its power ir 
defense of its Interests. «e are not Intimidated by Soviet 
pressures, whether on arms control or Angola or Central 
America or Afghanistan. 

At the same time, ve are prepared to resolve political 
problems on the basis of reciprocity. 



We see many internetional trends — economic, 
and political — working in our favor. 



technological 



II. P. S. POLICY TOWAHS IHAH; 1ASXC PMHCIPLES 

A. 0.$. Assessment of Iranian Policy . 

He viev the Iranian revolution as a fact, 
not trying to turn the clock back. 



The O.S. is 



Our present attitude to Xran is not a product of 
prejudice or emotion, but a clear-eyed assessment of 
Iran's present policies. 

Iran has used "revolutionary Islam" as a veepon to 
undermine pro-Western governments and American 
Interests throughout the Middle Cast. As long as this 
is Iran's policy, ve are bound to be strategic 
adversaries. 

Support of terrorism and hostage-teXlng it part of thi 
strategic pattern. We see it used not only against us 
but against our friends, tie cannot accept either. 
Tour influence in achieving the release of all hostage 
return of those killed (over time) is essential. 
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«e hi your activity in *eny pert* of the world, 
inclodine even Central A»«nca. 

The 0.$. knowt hov xran views the Soviet Union, lut 
subversion of tfettern mtereets end friends ob^ectlvelv 
serves Soviet interests on a olobel scale. 

Thus, our assessment if that e decisive Iranian victory 
in the ver with Iraq would only unlaaah greater 
regional instability, a further aroaion of tha Western 
position, and %nhtncm^ opportunities for Soviet 
trouble -silking. 

The O.S*. will therefore do what it can to prevent such 
a development. Ha regard tha war as dangerous in avany 
rat pact i and would Ilka to saa an tad to it. 

Possible Intersections of O.S. -Iranian Interests . 

Despite fundamental conflict!, we perceive several 
possible Intersections of U.S. and Iranian intaraata. 
X propose we explore thaaa araaa. 

first, the O.S. has had a traditional interest la 
seeing I rsn preserve its territorial integrity mod 
indapandanca . This has not chanced. Tha U.S. oppoees 
Soviat designs on Iran. 

Second, wa. have no interest In a*lrac;i victory ever 
Irat. The O.S. had no rjietionehip with lz*q vhan the 
war began and, in fact J 

"T «a are seeking an •n4 to this 

conflict and want to uTe an improved relationship vith 
Irsn to further that and. 

Third, we have parallel views on Afghanistan. Soviet 
policy there is naked aggression, a threat to all In 
the ration. Our mutual friends — China and 
Pakistan — are thraateaad. We have ties with 
diffaraat elements of the Hujahideen. lut our 
objective la the eases the Soviets Bust eat out and 
let the A f chan peopla choose their own course. 

O.S. Objective Today * 

He have no Illusions about what is poeeibla In our 
bilateral ralationa. Perhaps this meeting will reveal 
only a limited, moaventary, tactical coincidence of 
intareats. Perhaps more. We are prepared either way. 

In essence, we are prepared to have whatever kind of 
relationahip with Iran that Iran la prepared to have 
with us. 

K' 



2X2. SOVIET M1L1TAEV POSTURE - 

Moacov has designs on parte of Iran. w« doubt Moscow will 
ecquiesct in an Iranian victory over Iraq. 2tt Arab 
equities are too important. 

Afghanistan Illustrates tha price the Soviet* arc reedy to 
pay to cspend araaa under their direct control. 

Summarise Soviet .capabilities along bordar and inalda 
Afghanistan .which could threaten Tehran. 

U.S. is 4 war a of Soviat activity In Baluchistan, air 
strikes. 

Soviat plana for invasion of Iran. low they would do it. 

Iranian support to Sandinieta regime in llicarague aids and 
abets Soviat designs — makes O.S. -Iranian relationship sore 
difficult IS100 million in oil latt year, plus arms). 

U.S. can help Iran cope with Soviet threat. 

IV. AfOKASISTAK 

May be raal value for Iran and U.S. to find wayi to 
cooperett against Moscow in Afghanistan. 

~- U.S. can provide humanitarian assistance for refugees £ 

«e need te knov who you work with, what you already provide. 
and devisa strategy to exploit Iranian comparative 
advantage. 

V. HAUPWAUg 

We may be prepared to resume a Halted military supply 
relationship. 

Scwever, its evolution and ultimate scope will depend on 
whether our convergent or our divergent Interests come to 
loom larger in the overall picture. 

What does Iran want? 



